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Dear Applicant:

Ve have: consideroﬂ yonr application or Aanption fron Fméarnl income tax

as an organization 4. oribed An Smotion 401(c)(3h of vhe-TAt7rnal Revenue .

Code of 1954 and the information nubmiﬁtod in ouppov' rLoruot. o -:-,U;;gi
o . The information oubmittod indicnuen vou uotu incorporn:od ‘on |
i under the laws of the State of o« rivticte R of your Articles\
of Incorpotation .dtatea that the nurpoee ‘for wbtch you wrze formod 18 to.
"Promota interest in Fedetalf Stara and Local Govatnmeut. Lo ; SR u,‘ ‘
Your sole’ aetivity conaia:s of aponsorins an annual dinnar and ahow during
which various politically aatiticnl skits - ‘are. perfotned to highlight- areas E
of shortcomings in public off‘cialo and govarﬁmentolqoffice.. ‘The-dinner 1is
a formal affeir and can be av avded by invitation only.' " ‘The, invitation liot
consists of 350 to 450 maiea'who aro area buoinees and comnunity leaders. ;,“MQ

Your revenue ia derived primatily from tha aale of: tickoto co the dinner._.

Your cxpenditures are primarily: for the dinneis, production costa’ related:

to the skits, and the printing of invitations, programs. tickets, and pro-
motional literature. :-_;m',,, N ,, e pe : ‘. RTINS .~ﬁr;’:.

§ection 501(a) of “the Intornal Revanue Cod; of 1954 provides for the.f*” S
exempticn of certain organizations deseribaddin sdbaection 501(c)
"(3) COtporations, and any community oheat, fund, or foundahion,
organized and operated exclunively for ;religlous,: charitnble. .
scientific, testing for public safety,. literary, or educational-i
purposes, or to foster national or:international anataur oports
corpetition (but only if no part- of '1.t8 aotivities involve the :
provision of athletic faciltties or-nquipmant), or for the pre— BRCCE *
vention of cruelty to children or ‘animals,” no' part of the net - AU
earniugs of which inures to" tha bonefit .of ‘any private share-"
holder or individual, no substantial. part ‘of .the 'activities of ;:ﬁ'g .
which 18 carrying on propaganda, or otherwiao actempting Lo U e




influence legimlation (except as otharwise provided in sub-

saction (h)), and which does not participate in, or intervene -

in (including the publishing or distributing of statemente), .

any pol}*ical caupaign on behalf of any candidaca for pdhlic .
v offire.' .

Section 1. 501(e) (3)~1 of the Incoma Tax Rezulationa relatcn to the °
definition of the organization and operation of ornaniaatiuns deac:ibed
in Sectdéon 501(c)(3). It resda. io part, as . followa: ' Co
"In order to bc exampt as sn orsanizntion dnaeribed 1n el
Soction 501{e) (3), an organization wust be both organized. -
and operated exclusively for cna. or mora of the. purposes .
" spacified in such' section. :'1f an. oraani:ntion fails to-
- meet eithar the organizational teat or the" operntionnl.
test, it 1s not exeapt.--~Tha. term 'excmpt purpose or
purposes,' as usad in this seetion, maans any purposc or .
purposes spacifiod in SQctian 501(c)(3)—-~ Wi 7T
“An organization 18 organi:ed exclusivaly hor one or more
exempt purposes only 1f ite articles of organizncion—~~ el Co
limit the _purposes of auch otganizution to ona or pore Pl e
exempt purposea. o . . o T
"An organization will be ragarded as 'oparatad excluaivaly
for one or more exempt purposea only 4f it engages’ primarily
in activities which accomplish one or more.of such exempt .
purposes spacified in Section:501(c)(3). An'organization 13* SRR
will not be 8¢ regardad: ‘4f move than an insubstantial . . .. Sl
part of its accivitias is not: 1n furtherance of an exempt : IR
purpose," : . S :

Moreover, an organization is not orgnnizad ox operaced excluaively for
one or more exempt purposes specified in Saction 501(e) (3) unless it
serves & public rather' than a private Interest. To meet thia ruqutre-
ment, it 1s necessary for an organization to entablish clearly that it
is not organized or operated for the benefit -of any ptivate intaraata.

You allege your presentntion of the politicully satirical skitn provides

o poverful deterrent to politicians and government: offlcials- to refrain
from abusing their publiec office.‘ You also believe it prnvidaa a motiva—
tion to the public to waintain an interest in govarnment., It would appear
you purport to be an educntional organi-ation. .

Section 2.501(c) (3)-1(d)(3) of the. Regulations providea that tha texm
"educational” as used in Section 501{c)(3) ralates.to the inatruction.

of the public on subjects useful’to thn 1ndiv1dual and banaficiul to:

he community, Do T R PO ,; R
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Furthezmors, your purposes.ss. stated in your Articles of Incorporation axa -

In Revenue Ruling 66-258, 1966~2 C:B. 213, exemption was:granted to an
organization created for the purpose of alevating tha standards of ‘sthica’

end morality in the conduct of. cempaigns for election -to public offlea. -

The organization collectad; collated, and dissemimated information ‘con- .

cerning campaign practices through the press, radio, felevision,.wmail, . - o
and public speeches. In additfon, theiorgenized furnishéd toaching aids . .~ -+

to political science and civi¢s .eachars for use in -gchool ‘classes. One .. .

of their,major activities was thae formulation of a code of:fair cswpaign: .. .

C T
- . \J_“ o

practices which they publicized.by direct’ correspondenca: navapapers,

zadio, telavision, and’tha publishing of: raports, ‘pamphlets, and ‘leaflets R
vhich were made available to the, publ;g;_j‘-;;.'rhsn'it,-_i:a'g_ieptg",w,gr_a},dcr!._vad from .-
contributions, grants, and tue:sale of their lidsratura. ‘It was held . . .
they were an educationdl organization .of. tha. type described in Sectionm. R
501(C) (3) of tha' Codqa '\'.A - ,':,b'r:"".' _-.4:.:_'-."'.:-._._-_". 3 SR T et ‘;T’. .l;.. R
In contyast, your onlyactivity ds. the ‘aunual ‘Forpal dinndr whose atten-- . .l "
dance in restricted. to’a pelect’few businesd and community leaders.’ The. o L .oc) -
gatirical skits which are allegadly-educationai, fun:fact, eppéar to ba .

presented primarily. forentertzinment purtosesi ~An' gxamination of the:
content of ‘the skits reveals thém mot.to i 'y éxelusively aducational dnm .0 2i-io
nature. The satirical criticism of ,,'ggy‘gii‘::}_m'eyﬁf}agd:ﬁpb_lig-_p{f,i’éia;l""_'ha'idly' TR

qualifien as an'oxclusively educational activity.’ Unlike ‘the erganization. .’ ' '«

in Revenue Ruling.66-238,:you’ 'giéfnqtf'.pi;i_g}'rida 'a-constructive: plan or program - . "',". .
for the improvement of public office nor-ard your.activities directed toward, -~ .

the general public. All'eircumgtances’surrounding tho dinner and your®®': .. & °
organization, such -as the closed natura of the:dinner; tha restricted favi . .0
tational 1ist, your lack of financial ‘support. from.the general publicy, and '
the little information which ig made.available: to theé public, point to the - '
essentially private nature "bf:qup'x‘:‘"qrg_an;!,‘#ht:iqn.'-';}‘ ST e T e et

Based upoa tlae infomtionaubmitted,it s 'dbcééani';;,to'ﬁ _ébﬁcll;de ‘that your v
annual dinner and skits ‘are.preranted primarily: for:private entertainmant
purposes rather than for ‘exelunively:public educational purpubesa. You there--

Loeett oy

fore are not operated-exclusively:for-ome“orimore.gcxempt purposes and do not oo
meet the operational .t:'g'qv_lt",of’,Scig;_‘.tvén-;;SQIf(c),(_S).fjoi{f.g;he’i:f;lad,gs:,:; S e e

broader than those spacified in Section’501(e){3) -ond there is 'no provision ’
for the distribution of vour assets in” the-avent-of dissolution as required

by Section 1.501(c)(3)-1(b) (4) of ‘the Ragulations. | You'therefore do-vot: meet
the first statutory test--that an organization’be, organized. exclusivaly for
one or more exempt purposes. LS gl T T e R
L A‘.: o e . ‘.‘.::'4."_.- - .(“. . :‘_“.-:.‘_: . Ks _..-
Accordingly, we hold that you da' not: qualify. for exemption from Fedaral in-

come tax as an organization described in Section 501(e)(3) iof the Code inss= .
much as you are not organized and operated exclusively for one or:more of: " . '

4

the exempt purposes specified‘;n.that_:_s_eétibn;.._';‘,,,’g'-_4_




You are requirad {.

‘1€ you du it “sgrea wikb theaa cnncluuzons. you

thue date of this proposed advarae

Regional 0ffice through this Krv Dfstrxu: nffice.
tain the information described, under . Ragiaaal oL,
Publicazion 892 and should be.msiled to thin office,
will let you know what actdon they take and uill

any couferuuce to bo hald.

dn.arminanicn
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fi;a rodaraI incame tax ratumna annuallv en Porm 1120.“;

asy,‘within 30 sza Erom_f:‘.

J.:stter"' appanl to tha:

ce Appaal in the awcloaed
. Thé Regional. Offica

"A declaratory judament o (ecroa under this’ saction hall ‘H‘QL'
u3k ba igsusd in any proceading unless: the, ‘

Court of Claims, or the diutricc ‘eourt

for the District.of- Colurbia
involved has exhansted admini
it within the Internal annnu

1f you do not pro:eu: this propoeed dﬁ:erminati

will be considered ty the . Intotnal
availlable adminiscrat'va ramediee;

'Thie is a datermination lettnr.

of thﬁ -United States

Tax CGourt,”. the :

decetninaa that - ‘zhe: or;anization 5'

s:rucive rcnwu
o Survica.", "

on 1n a cimoly mannet,.it
Revanuu Servica ‘as a failur'

(es.nvailable to .

“Your-appasl. uhould‘don--*'

sa: a date and plnca'for L




